97-84003-15 

Massachusetts  Bureau  of 
Statistics. 

Report  of  a  special 
investigation  relative  to... 

Boston 
1913 


MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -  EXISTING  BIBUOGRAPHIC  RECORD 


J  Box  20 


I 


'  a  * 
4  I 

I 

i 


Massachusetts.    Bureau  of  statistioa. 

f  Report "of  a  special  investigation  relative 
to  the  sinking  funds  and  serial  loans  of  the 
cities  and  towns  of  the  Oonraonirealth,  by  the  di- 
rector of  the  Bureau  of  statistics,  pursuant  to 
the  provisions  of  chapter  11,  Resolves  of  1912, 
March  5,  1913.     Boston,  1913. 

25  p«      (House  document*  no.  2162) 

At  head  of  title:  The  commonwealth  of  Massa- 
chusetts . 


RESTRICTIONS  ON  USE: 


ReproductioiK  may  not  be  made  without  pemitesion  from  Colmtxa  University  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE: 


REDUCTION  RATIO:     \l-  \ 


IMAGE  PLACEMENT:  lA  IB  IIB 


DATE  FILMED:  l-m-^l 


INITIALS:  "Tpji 


TRACKING  #  : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM.  PA. 


BIBLIOGRAPHIC  IRREGULARITIES 

MAIN  ENTRY:  Massachusetts.  B^^   

Report  of  a  special  investiga^^^^^^^ 
sinking  funds  and  serial  loans... 

Bibliographic  Irregularities  in  the  Original  Document: 

List  all  volumes  and  pages  affected;  include  name  of  institution  if  filming  borrowed  text 
 Page(s)  missing/not  available:  


yolume(s)  missing/not  available: 


Illegible  and/or  damaged  page(s) 


,Page(s)  or  volume(s)  misnumbered:  

Bound  out  of  sequence:  

Page(s)  or  volume(s)  filmed  from  copy  borrowed  from: 


pagination  begins  with  page  r31 

■ 


Inserted  material: 


TRACKING*:  MSH20336 


Fresidbot's  Office  G. 


BUREAU  OF  STATISTICS 

CHARLES  F.  GETTEMY,  Director 


2: 


REPOfiT 


OF  A 


SPECIAL  INVESTIGATION 


BHlATIVB  TO 


THE  SMING  FDNDS  AND  SERIAL  LOANS  OF  THE  CITIES  AND 

TOWNS  OF  THE  COMMONWEALTH 


THE  DIRECTOR  QE  THE  BUREAU  OE  STATISTICS  , 

PCi^ANT  -lO  %THB  PeOVISIONS  OF  CHAPTER  11,  RESOLVES  OF  1912 


MARCH  5,  1913 


V 


BOSTON 

WRIGHT  &  POTTEfl  PRINTINC  COMPANY 
STATK 

f9t2 


House  Document 


No.  2162 


Commontuealtt)  of  MoBBoct^mtiis. 


REPORT 

OF  A 

SPECIAL  INVESTIGATION 

RELATIVE  TO 

THE  SINKING  FUNDS  AND  SERIAL  LOANS  OF  THE  CITIES  AND 

TOWNS  OF  THE  COMMONWEALTH 

BT 

THE  DIRECIOR  OE  THE  BUREAU  OF  STATISTICS, 

PUflSUANT  TO  THE  PbOVXSIONS  OF  ChAPTEB  11,  RESOLVfiS  OF  1912. 


MARCH  5,  1913. 


BOSTON: 

WEIGHT  &  POTTER  PRINTING  00.,  STATE  PRINTERS, 

18  Post  Office  Squaee. 
1913. 


4 


SINKING  FUNDS  AND  SERIAL  LOANS.  [Mar. 


ending  between  November  30,  1910,  and  api>roximately  April  1,  1911, 
it  was  thought  best  to  utilize  this  material  as  the  basis  of  ihe  present 
report  and  not  to  incur  expense  in  attempting  to  collect  any  consider- 
able amount  of  additional  information,  which,  while  it  would  unques- 
tionably serve  a  good  purpose  in  bringing  the  data  already  at  hand 
more  nearly  up  to  date,  could  not  be  expected  to  affect  the  principles 
involved  or  to  modify  the  facts  on  which  the  report  was  to  be  based. 

The  results  of  this  investigation  may  be  embodied  in  two  conclu- 
sions: — 

(1)  That  the  further  establishmeat  of  sinking  funds  for  the  amortization 
of  municipal  indebtedness  be  prohibited  and  that  all  debt  hereafter  in- 
curred be  issued  in  accordance  with  the  serial  method,  and 

(2)  That  sinking  fund  commissioners  and  other  officers  concerned  in 
the  administration  of  sinking  funds  be  required  to  carefully  examine  the 
basis  upon  which  payments  to  such  funds  are  being  made,  for  the  purpose 
of  ascertaining  whetiier  the  preseoat  rate  <rf  making  ccmtributions  will  ade* 
quately  prov^e  for  paying  Hie  debt  at  maturity;  and  in  case  such  proviaon 
is  not  being  made,  that  immediate  steps  be  taken  for  safeguarding  the  funds 
against  a  possible  deficiency  at  the  maturity  of  the  debt  for  which  they 
have  been  established. 

I  have  not,  however,  deemed  it  necessary  to  present  bills  in  this 
connection  for  the  purpose  of  carrying  out  the  above  recommendations, 
as  would  be  done  under  ordinary  dreumstances.  The  first  suggestion 
merely  fortifies,  upon  the  basis  of  additional  ascertained  facts,  the 
findings  of  the  Special  Report  on  Municipal  Indebtedness  made  by 
me  to  the  last  Legislature  imd  also  of  the  Special  Legislative  Committee 
on  Munidpal  !F1nance,  and  embodied  in  a  bill  reported  by  that  com- 
mittee, providing  for  the  substitution  hereafter  of  the  serial  for  the 
sinlbiog  fund  method  of  paying  municipal  indebtedness.  This  state- 
ment is  also  true  of  the  second  suggestion  above  made,  which  is  covered 
by  Section  8  of  the  proposed  "Act  Relative  to  Municipal  Indebtedness" 
recommraded  by  the  Special  Legislative  Conmuttee.^ 

By  the  terms  of  the  reserve  under  whidh  this  report  is  made  it  was 
provided  that  the  investigation  should  relate  (1)  to  the  sinking  funds 

^  The  porOim  of  Seoticm  8  of  the  ConUDitte*8  p.  72,  Him 

14-22)  is  aa  follows  :  — 

"The  auditor  in  cities,  and  the  town  accountant  in  towns  having  such  an  officer,  and  the  treasurer 
in  all  other  towns  shall,  not  later  than  May  first  of  each  year,  notify  the  board  of  assessors  in  writing  of 
the  amount  of  debt  failing  due  during  the  current  financial  year,  the  sinking  fund  requirements,  if  any, 
and  what  i»x>viflion  has  been  made  for  meetinf  aooh  xequiremento;  and  the  board  shall  mmkm  suofa 
pnyviam  for  mooting  oaid  debt  mad  einlEioc  fund  roQnirflnMote  in  the  tax  levy  of  aaid  year  aa  in  Ua 
judpnant  may  be  neconMty*" 


1913.J 


HOUSE  —  No,  ^162. 


5 


of  the  dties  and  towns  of  the  Commonwealth  md  (2)  to  the  outstanding 

loans  of  said  cities  and  towns  which  have  been  issued  on  the  serial  pay- 
ment plan.  These  two  methods  provided  by  our  statutes  for  the 
amortization  of  municipal  indebtedness  will,  therefore,  be  taken  up 
separately. 

I.  SiNKiNO  Fund  Debt. 

The  evils  which  the  Municipal  Indebtedness  Act  of  1875  sought  to 
remedy  weve  obyiously: —  (1)  The  crration  of  a  fixed  indebtedness 
resulting  from  loans  originally  issued  in  anticipation  of  taxes  or  for 
other  temporary  purposes;  (2)  the  unrestricted  incurrence  of  funded 
debt;  and  (3)  the  failure  to  make  proper  provision  at  the  time  of  in- 
curring debt  for  its  payment  at  maturity.  It  is  with  the  results  of 
that  portion  of  tbe  Act  of  1875  and  its  amendments  which  undertook 
to  cope  with  the  third  of  the  evils  menticmed  that  this  report  h  is  to 
deal.  The  original  act,  Chapter  209  of  the  Acts  of  1875,  provided 
only  one  method  for  the  payment  of  debt  at  maturity,  namely,  by  the 
estabUshment  of  sinking  funds,  and  it  was  not  until  seven  years  later 
that  the  law  was  amended  so  as  to  give  municipaUties  the  option  of 
providing  for  the  payment  of  debt  by  the  serial  plan.  The  provisions 
of  the  present  law  relating  to  ihe  estabUshment  of  sinking  funds  and 
the  restrictions  under  which,  when  established,  they  must  be  main- 
tained, are  to  be  found  in  the  following  sections  of  Chapter  27  of  the 
Revised  Laws:  — 

Section  12.  The  interest  on  all  debts  shall  annually  be  raised  by  taxation. 
If  a  debt  is  payable  at  a  period  esseeding  ten  years,  the  city  or  town  shall,  and 
in  all  other  cases  may,  at  the  time  of  contracting  Ihe  same,  establish  a  sinkiiig 
fund  to  be  used  for  no  other  purpose  than  the  payment  erf  such  debt,  and  shall 
annually  raise  by  taxation  and  contribute  thereto  an  amount  suffident  with  its 
accumulations  to  extinguish  the  debt  at  maturity;  and  if  payable  at  a  period  not 
exceeding  ten  years,  the  city  or  town  shall  raise  bj^  taxation  annually  not  less 
than  eight  per  cent  of  the  principal  thereof,  and  shall  set  it  apart  for  a  sinking 
fund  until  an  amount  has  been  raised  suflRcient  with  its  accumulations  to  ex- 
tinguidi  the  debt  at  maturity;  snd  shall,  in  the  year  before  the  maturily  ot  the 
debt,  raise  by  taxation,  any  balance  neoesGnry  for  ite  extinguishment. 

Section  14.  A  town  which  establishes  a  ranMi^  fund  under  the  proviacms 
of  this  chapter  shall,  at  the  time  of  establishing  such  fund,  elect  by  ballot  three 
or  six  commissioners  of  its  sinking  funds;  and  a  city  which  estabhshes  such  a 
fund  shall  elect  such  commissioners  by  a  concm-rent  vote  of  both  branches  of 
the  city  council.  One-third -«f  the  number  shall  be  elected  for  one,  two  and 
three  years,  reQ>ectively;  and  annually  thereafter  there  shall  be  elected,  for^a 
term  of  tiiree  years,  a  mmb^  equal  to  the  nmnber  wboB&  tmn  of  service  thea 
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expires*  In  case  of  a  vacaiu^,  the  lemaiiung  member  or  membeis  shall  &ascwe 
t  he  powers  of  the  board  until  the  vacancy  is  filled.  The  city  or  town  treasurar 

shall  not  be  eligible  as  a  commissioner,  and  the  acceptance  by  a  commissioner  of 
the  office  of  treasurer  shall  operate  as  a  resignation  of  the  former  office.  The 
foregoing  provisions  as  to  the  mode  of  electing  commissioners  shall  not  apply 
to  boards  of  sinking  fund  commissioners  which  were  established  before  the 
thirteenth  day  of  June  in  the  year  eighteen  hundred  and  seventy-five.  The 
coiamissioners  shall  choose  a  treasurer,  who  may  be  the  city  or  town  treasurer; 
and  if  the  city  or  town  treasurar  is  chosra,  his  bond  shaU  appfy  to  and  inehide 
duties  performed  under  the  provisions  of  this  chapter.  K  any  other  person  is 
chosen  treasurer,  he  shall  give  a  bond,  with  sureties,  to  the  satisfaction  of  the 
commissioners,  for  the  proper  performance  of  iiis  official  duties.  They  may  also 
choose  a  secretary. 

SscnoK  15.  The  commissioners  shall  have  charge  of  all  siixking  funds  en- 
trusted to  them  by  the  dty  town  and  shall  invest  and  re-invest,  in  the  name 
of  the  board,  ail  amounts  contributed  thereto  and  tto  income  thereof  as  it 
accrues,  in  the  particular  bonds,  notes  or  scrip  for  the  redemption  of  which  such 

sinking  fund  was  established,  or  in  other  bonds  of  such  city  or  town  secured  by 
sinking  funds,  or  in  temporary  loan  notes  or  certificates  of  their  city  or  town 
issued  in  anticipation  of  taxes,  or  in  securities,  except  personal  securities,  in 
which  funds  of  savings  banks  may  by  law  be  invested;  but  no  portion  of  the 
same  shall  be  loaned  to  tihe  dty  or  town  except  as  herein  provided ;  and  the  com- 
missioners may  sell  and  re-invest  such  seouiitieB.  Th«y  shall  keep  a  record  <tf 
their  proceedings;  and  shall  annually  make  a  written  repwt  to  the  city  or 
town  of  the  amount  and  condition  of  said  funds  and  of  the  income  thereof  for 
the  preceding  financial  year.  Their  records  and  the  securities  belonging  to  said 
funds  shall  at  all  times  be  subject  to  the  inspection  of  the  mayor  and  alder- 
men, selectmen,  or  of  any  committee  of  the  city  or  town  authorized  for  the 
purpose.  No  member  of  the  board  shall  receive  compensation  for  his  services, 
but  the  neoeesaiy  expenses  of  the  bofurd  shall  be  paid  by  the  city  or  town;  and 
the  treasurer  and  secretary  thereof  shall  receiYe  such  eomp^ieiation  as  shall 
be  fixed  by  the  city  or  town. 

When  securities  for  the  redemption  of  which  a  sinking  fund  has  been  estab* 
Ushed  become  a  part  of  said  sinking  fund,  the  commissioners  shall  cause  a  notice 
to  be  stamped  or  written  on  the  face  thereof  that  they  are  a  part  of  such  sink- 
ing fund,  and  are  not  n^otiable;  and  all  coupons  thereof,  as  they  are  paid, 
shall  be  cancdOied. 

Suction  16.  If,  when  bonds  payable  from  the  sinking  fund  become  due, 
the  commissioners  of  sinkmg  funds  of  a  city  hold  my  oltoer  bonds  of  the  city  not 

due  and  payable,  they  shall  so  certify  to  the  mayor  and  request  that  new  bonds 
be  issued  to  them  by  the  city  in  lieu  of  the  bonds  not  due.  If  the  mayor  is 
satisfied  that  there  is  occasion  therefor,  he  shall  cause  new  bonds  to  be  pre- 
pared, bearing  the  same  rate  of  interest,  and  piiyable  as  to  principal  and  in- 
t^est  on  the  same  dates  as  the  bonds  to  be  surrendered,  and  identical  in  terms 
therewith;  and  when  executed  by  him  and  the  city  treasurer  and  approved  by 
the  c(»nmittee  on  finance  of  the  city  council,  they  shall  be  issued  to  audi  ocan- 
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missioners  on  the  surrender  by  them  to  the  city  treasurer  and  the  cancellation 
of  such  form^  bonds.  Such  cancellaticm  and  new  issue  of  bonds  ^ball  be  eor 
i&ced  in  fuU  on  the  books  of  the  cily  treasurer. 

Section  17.  Cities  and  towns  shall  continue  to  contribute  to  eiray  sinking 
fund  which  has  once  been  established  until  such  sinking  fund  with  its  accumula- 
tions shall  be  sufficient  to  extinguish  at  maturity  the  debt  for  which  it  was 
established. 

SBCnoN  18.  Cities  and  towns  may  pay,  or  provide  for  the  payment  of, 
wy  debts  at  earlier  pmods  than  is  required  in  this  chapter;  or  may  renew  or 
refund  the  same  in  securities  payable  witiiin  the  required  period;  or  may  add 
to  any  sinking  funds,  for  the  purpose  of  reducing  the  entire  debt  for  the  redemp- 
tion of  w  hich  it  was  established  or  of  reducmg  the  amount  to  be  raised  by  tax- 
ation for  such  funds^  the  excess  of  any  appropriation  over  the  amount  required 
for  the  purpose  thereof,  or  any  other  sums  derived  from  taxation  or  from  other 
sources^  not  required  by  law  to  be  otherwise  expended. 

Sbction  22.  If  ai^  city,  except  Boston,  or  any  town  pays  a  part  of  the 
expense  of  laying,  mainfjiining  and  repairing  the  sew^  under  the  provisions  ct 
section  twmty-seven  of  chapter  forty-nine,  the  amount  required  to  be  rateed 
annually  by  taxation  for  a  mnking  fund  to  ^etingoish  debts  incurred  for  the 
construction  of  such  system  shall  be  estimated  upon  only  the  proportion  of 
said  indebtedness  to  be  paid  by  such  city  or  towTi,  but  if,  after  the  expiration  of 
two  years  from  the  date  of  such  debts,  the  amounts  received  annually  from 
assessments  are  not  sufficient  to  create  a  sinking  fund  sufficient  at  maturity  to 
extinguish  the  proportion  of  indebtedness  to  be  paid  by  assessments,  such  dty 
or  town  shall  annually  raise  by  taxaticm  an  amoimt  suffiei^  to  meet  sudi 
deficiency  of  the  preceding  year. 

Section  24.  A  city  or  town  owing  debts  incurred  in  aid  of  a  ndlroad  ooi*- 
poration  may,  for  the  purpose  of  paying  the  same,  establish  a  sinking  fund,  and 
may  contribute  thereto  any  amounts  received  from  sales  of  the  stock  or  se- 
curities of  such  corporations,  or  from  dividends  or  interest  upon  the  same,  or 
from  taxes  voted  for  the  payment  of  such  debt;  and  may  transfer  the  custody 
and  managem^t  of  such  stock  and  securities  to  the  ccmunisncmero  o£  its  sinking 
fund.  Such  dty  or  town  sh^  annually  raise  by  taxation  an  amount  sufficoent^ 
with  the  income,  if  any,  derived  from  its  stock  or  securities,  to  pay  tiie  interest 
on  such  debts;  and  the  remedies  provided  by  section  twenty-six  shall  apply  to 
proceedings  imder  this  section. 

It  will  be  noted  from  the  provisions  of  Section  12,  above  quoted, 
that  if  a  debt  is  payable  at  a  period  exceeding  10  yeafs,  it  is  stipulated 
that  the  dty  or  town  shall,  mdess  it  votes  to  provide  for  the  payment 
of  the  debt  by  the  serial  method,  so  called,  establish  a  sinking  fund 
to  be  used  toi;  no  other  purpose  than  the  paymrat  of  such  debt,  and 
shall  annually  raise  by  taxation  and  contribute  thereto  an  amount 
suffix^ierU  with  its  accumulatiom  to  extinguish  the  debt  at  maiurity'^  If, 
however,  a  ddbt  is  payable  at  a  pedkxi  not  exceedmg  10  pears,  the  aty 
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or  town  ''shall  raise  by  taxation  annually  not  less  than  eight  per  cent  of 
the  principal  thereof,  and  shall  set  it  apart  for  a  sinking  fund  until  an 
amount  has  been  raised  suflBcient  with  its  accumulations  to  extinguish 
the  debt  at  maturity;  and  shall  in  the  year  before  the  maturity  of  the 
debt,  raise  by  taxation,  any  balance  necessary  for  its  extinguishment/' 

Thus,  we  have  two  forms  of  sinking  funds  authorized  by  law,  one  of  ( 
which  exists  by  virtue  of  being  established and  the  other  consisting 
of  a  fund  which  has  been  "set  apart/'  While  it  may  appear  that  there 
is  no  substantial  difference  between  estabUshing  a  sinking  fund  and  set- 
ting apart  moneys  to  be  used  for  such  a  fund,  and  that  in  ordinary 
usage  Hiese  phrases  are  synonymous,  the  Legislature  seems  to  have 
intended  to  make  a  certain  distinction  between  the  two,  inasmuch  as 
it  provided  that  in  case  a  sinking  fund  is  eetabliehed  commissioners 
must  be  chosen  to  administer  it,  whereas  it  was  apparently  not  deemed 
necessary  to  require  the  creation  of  a  board  of  sinking  fund  commis- 
doners  for  the  administration  of  funds  which  were  m^ly  set  apart. 
Whether  this  was  the  real  intent  of  the  Legislature  or  not  such  a  dis- 
tinction has  been  drawn  and  it  has  been  held  to  be  unnecessary  in  cases 
where  a  definite  sum  amounting  to  not  less  than  eight  per  cent  of  the 
principal  is  set  aside  annually  that  commissioners  should  be  chosen  to 
manage  the  fund.  But  while  the  point  has  seemed  worthy  of  mention 
in  this  ccmnection,  it  need  not  be  v^  s^dknisly  consid^ed^  fw,  as  a 
matter  of  fact,  it  seems  to  have  very  rwrely  occurred  that  munidpali- 
ties  have  adopted  and  adhered  to  the  plan  of  setting  apart  not  less 
than  eight  per  cent  of  the  principal  annually,  without  creating  a  board 
of  smMng  fund  commissioners,  in  preference  to  establishing  a  regular 
sinking  fund  to  be  administered  by  conunissioners  duly  chosen  for  the 
purpose. 

On  the  contrary,  the  practice  has  been  much  too  commion  in  our 

towns  of  neglecting  altogether  either  to  establish  a  sinking  fund  admin- 
istered by  commissioners  or  to  set  apart  eight  per  cent  of  the  principal 
annually  for  the  payn^t  of  the  debt  at  maturity  even  where  the  serial 
payment  plan  has  not  been  adopted;  that  is  to  say,  debt  has  been  in- 
curred by  om*  towns  to  a  lamentable  extent  toUhotit  amy  promum  mhai^ 
eter  being  made  for  distributing  the  burden  of  payment  over  the  p^od 
for  which  the  debt  was  incurred,  either  in  the  form  of  contributions  to 
bom  fide  sinking  funds  duly  established  and  properly  administered^  or 
by  reducing  the  principal  by  annual  payments  on  tiie  serial  plan.  Such 
failure  to  make  any  provision  in  accordance  with  law  for  the  payment 
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of  debt  was  discussed  with  suflScient  detail,  I  think,  in  my  report  on 
municipal  indebtedness  to  the  last  Legislature  ^  and  does  not  appear  to 
call  for  further  elaboration  here.  The  investigation  of  sinking  funds 
covered  by  the  present  report  has  therefore  been  directed  to  a  branch 
of  the  subject  not  hitherto  gone  into,  namely,  an  attempt  to  determine 
to  what  extent  our  cities  and  towns  which  have  purported  to  e^abr 
Ush  sinking  funds  in  charge  of  commissioners  under  the  law,  have 
made  annual  contributions  thereto  so  as  to  insure  the  accumulation  of 
an  amount  sufficient  to  meet  the  respective  debts  at  their  maturity. 

The  total  gross  funded  or  fixed  debt  of  the  cities  and  towns  of  the 
Commonwealth  at  the  close  of  the  fiscal  year  corresponding  most  nearly 
to  the  calendar  year  1910  was  $238,592,264.82,  of  which  $179,648,636.72 
was  of  a  character  which  may  be  described  as  sinking  fund  debt,  Le., 
debt  to  be  paid  at  maturity  from  the  accumulations  in  fimds  estab- 
lished for  the  purpose.  Of  this  amount  $171,459,407.96  represented 
the  indebtedness  of  25  of  the  33  cities  payable  from  sinking  funds  and 
$8,189,228.76  represented  the  indebtedness  of  60  of  the  321  towns 
payable  from  sinking  funds.  Eight  cities  (Chicopee,  Gloucester,  North 
Adams,  Pittsfidd,  Quincy,  Salem,  Somerville,  and  Wobum)  have  no 
sinking  fund  indebtedness,  their  outstanding  fixed  debt  being  all  on  the 
serial  basis.  Of  the  261  towns  having  no  sinking  funds,  46  were  with- 
out any  funded  or  fixed  debt,  while  the  indebtedness  of  the  remaimng 
215  was  partly  on  a  correct  serial  basis,  partly  represented  by  demand 
notes,  and  partiy  consisted  of  time  loans  issued  without  provision  hav- 
ing been  made  for  ammal  payments,*  or  liabilities  created  by  the  use 
of  trust  funds  without  written  evidence  of  the  same  having  been  given. 
A  table  is  here  inserted  showing  for  each  of  the  85  cities  and  towns  of 
the  Commonwealth  having  sinking  funcb  the  amount  of  outstanding 
sinking  fund  debt  and  the  amount  in  the  funds  at  the  close  of  the  fiscal 
year  1910  classified  into  two  general  groups,  —  debts  for  General  Pwr- 
poees  and  debts  for  PtMic  Sendee  Enterprieee,  including  cemeteries. 

1  House  Document  2168  of  1912. 

'  In  certain  instances,  particularly  in  the  case  of  water  debt,  the  omission  of  provision  for  annxial 
payments  does  not  necessarily  imply  failure  to  comply  with  the  provisions  of  law,  for  while  contrary 
to  the  terms  of  the  tfioenX  statute  coYcrning  municipal  fa<|phtodnow,  sueh  nmlMions  have  teqoaatly 
bad  tha  aaaotba  ol  a  flpesU  aet. 

>v  - 


AOQBBOATES 

GSNA&AL 

PuBuc  Sbbticb  £NTBBrara 

• 

<knm  AMB  Towns. 

Dfthf.  P/ivahlft 
from 

at  End  of  Fiscal 
Ymt  1010 

Debt  pAVAhIa 

from 

at  £nd  of  Fiscal 

Vmp  101  a 
<t  IViU 

riAKt  Pa.va.KlA 

firom 

olIUQllS  iBlIIICUi 

at  End  of  Fisoal 

160,000.00 

•4,084.67 

150,000.00 

$4,064.67 

- 

tf,000  00 

90,m.S8 

25,000.00 

20,701.88 

- 

25.000.00 

10,015.37 

25,000.00 

10,015.37 

— 

50,000  00 

83,564.90 

50,000.00 

33,564.90 

— 

101,000.00 

40,832.54 

51,000.00 

18,020.33 

150,000.00 

822,812.21 

500,100.00 

170,105.58 

144.100.00 

56,860.64 

816,000.00 

110«828.04 

110^.00 

a5,M.f5 

110,200.00 

85,804.05 

Attleboffough, 

557,000.00 

m,745.88 

70,000.00 

39,271.63 

487.000.00 

88,474.25 

Ayer,  . 

53,000.00 

14,868.04 

63,000.00 

14,868.04 

173,000.00 

M.574.02 

123,000.00 

30.677.96 

50,000.00 

14,806.06 

iM3,000.00 

877,411.10 

448,000.00 

484,034.81 

500,000.00 

442,476.25 

145,000.00 

54,880.74 

55,000.00 

27,220.74 

80,000.60 

27.016.00 

39.530,390.02 

185,886,700.00 

2  34,226,646.42 

21,067,200.00 

3  5,303.743.60 

272.500.00 

169.740.97 

272,500.00 

169,740.97 

1,460,000.00 

571,887.45 

1,450,000.00 

571,887.45 

15,000.00 

8J07.7I 

15,000.00 

8,887.71 

8,080.272.35 

8,185,050.00 

2,111.262.86 

3,060,100.00 

1,569,009.49 

500.00 

102.67 

500.00 

102.67 

1,212,171.00 

2,424,500.00 

1,068,000.00 

300,000.00 

153,271.00 

• 

110.090.00 

mjBo.oo 

178^00O;OO 

8»,«8.70 

18i000.00 

8M88.86 

878,000.00 

58,088.94 

102,000.00 

23,570.20 

271,000.00 

30,413.74 

255,900.00 

30,247.43 

10,000.00 

6.942.24 

245,000.00 

23,305.19 

6,000.00 

2,050.90 

0,000.00 

2,050.00 

400;78i.81 

O7lj08O.^ 

288,488.'Mt 

280,000.00 

I2I9288.I8 

FaUi  Rw#Af       .       .       •  •  

6,110,280.00 

2,841,641.42 

4,800,280.00 

1,010,688.85 

1,280,000.00 

480,061.57 

10,000.00 

6.562.72 

10,000.00 

5,562.72 

977,000.00 

506.275.66 

510,000.00 

338,457.20 

467,000.00 

167,818.36 

145,000.00 

51488.84 

145,000.00 

51,m.84 

muM 

42,000.00 

10,611.08 

1.280.01 

<  2.500.00 

«  1.299.01 

60,000.00 

16,009.61 

50,000.00 

16.009.61 

611,471.85 

875,000.00 

101,185.68 

420,285.67 

m^.oo 

80,288.00 

mfimM 

80,208.06 

1.018,000.00 

4tt,18S.21 

000,000.00 

200,082.71 

850,060.00 

144,165.60 

85,600.00 

0,154.29 

20,000.00 

3,096.26 

15,800.00 

6,058.00 

215.421.88 

146,919.61 

129,421.88 

77,796.30 

•86,000.00 

•60,123.31 

160,000.00 

54,500.01 

100,000.00 

64*500.01 

074,008.00 

wmM 

26MM.0O 

i88;m.48 

712j000.00 

78,82r.65 

588,700.00 

158,008.06 

356,700.00 

187,487.60 

202,000.00 

21,465.45 

70.000.00 

13.312.71 

70,000.00 

13.312.71 

30,000.00 

11,723.21 

30,000.00 

11,723.21 

1,876,000.00 

l«080,ti0.86 

800,000.00 

404,816.81 

1,076,000.00 

025,878.04 

1  Includes  $142,000  for  cemeteries. 

«  Includes  sinking  funds  created  for  mooting  debt  on  account  of  ferries,  $198,000;  markols,  $20,000;  and  cemeteries,  $142,000. 

*  Inoludea  82,941,734.55  water,  $2,194,477.42  rapid  tr^uisit,  and  $167,531.63  ferries,   tiioking  funds  created  for  meeting  debt  on  account  of  ferries,  $198,000  and  markets, 
880,000  m  inoludtd  in  tlakliii  funds  Ipr  general  debt, 

^f^mnt^^  |(  IneliidM  11,000  lor  oemeteries.  •  Jaeltidee  0100  Ibr  eemeteriee. 


CqiM  Am  Towns. 


Ltnn,  . 

Marblehead,  . 

MARLBOBOnaH, 


Metbuen, 
Miilis,  . 

BmroBD,  . 
Nbwbitbtpobt,  . 
Nbwton, 
NoncHAimoir,  . 
Nbrtli  AadoT«r»  . 
VMk  AtddboiDugh, 
Norwood, 
Peabodyp 


Debt  Payable 

from 
Sinking  Funds 


18388,100.00 
1.888,000.00 

100,000.00 
50,000.00 
870,000.00 
ltf,000.00 
1,048,970.96 
1,018,000.00 
246,700.00 
80^.00 
484^.00 
4,607,000.00 
415,500.00 
5,149,200.00 
67^000.00 
180,000.00 
182,500.00 
54,000.00 
40,000.00 
188400.00 


Sinking  Funds 
at  End  of  Fiscal 
Year  1910 


81.87M8S.81 
500|504.08 

3tS,^5.02 
20,607.86 
611,883.07 
84,015.00 

1,078,148.96 
577,407.52 
00,036.36 
18,887.50 
51,100.68 

1,873,676.26 
231,570.84 

2,621,772.64 
58,060.09 
50,784.96 
87,215.36 
34,502.13 
19,278.37 
05400.4S 


QmwMJkL 


Debt  Payable 

from 
Sinking  Funda 


83,804,000.00 
005,000.00 

50,000.00 

350,000.00 

1,441,976.96 

818,000.00 
71,700.00 

814,065.00 

3.137.000.00 
415,500.00 
3,964,200.00 
67,000.00 

15,500.00 


Sinking  Funds 
at  End  of  Fisoal 
Year  1910 


8710,802.00 
810,888.28 

26,026.71 

897,804.31 


417,673.36 
25,000.23 

48,080.58 

1,267,749.56 
231.570.84 
2,059,548.40 
58,069.09 

4,239.43 


Pi«.io  Sbbtioi  EimBragB 


Debt  Payaljle 

from 
Sinking  Funds 


81.048,500.00 
848,000.00 

50,000.00 
50,000.00 
^,000.00 
185,000.00 
1201.000.00 
200,000.00 
175,000.00 
80^860.00 
149,700.00 
1,470,000.00 

1,185,000.00 

190,000.00 
177,000.00 
54,000.00 
40,000.00 
188400.00 


Sinking  Funds 
at  End  of  Fiscal 
Year  1910 


8508JM0.81 

286,386.48 
7.418.31 
20,607.86 
818,979.80 
54,095.00 
>  207,906.63 
159,734.16 
65,036.13 
18,887.50 
8^000.10 
605,926.70 

568484.84 

50,764.96 

82,975.93 
34,502.13 
194^.87 
05,100.45 


Saugot, 

Sharon, 
Shelburna,  . 
Sottthbridga, 

Sooth  HadkTi 
Bcmthwiok,>  . 

Spencer, 

SFBINCraHLD, 

Bwunpaooitf 
8waBSM|, 

Taunton, 
Waltham,  , 
Waylaad, 
Wabatar* 
WaOaaley,  . 
Wdlfleet, 
Weatborough, 
Waall^iringfiald, 
Wasrmoutlif  > 
Whitman, 
Williamsburg,- 
Wilmington,  • 
W(»K»anw, . 
ToTAia,  , 


25,000.00 

15.005.41 

85.000.00 

15,005.41 

Hi* 

«D 

5.000.00 

4,134.46 

5,000.00 

4,134.46 

CO 

• 

15,000.00 

8,959.57 

15,000.00 

8,959.57 

50,000.00 

80410,84 

50400.00 

80410.84 

44400.00 

10483.31 

44,000.00 

10483.31 

2.541.88 

726.68 

2,541.88 

726.68 

240,000.00 

213,516.62 

240,000.00 

213,516.62 

2440,000.00 

842,991.90 

1,765,000.00 

061,763.27 

475,000.00 

181428.63 

150400.00 

47,401.88 

150,000.00 

47,481.88 

11,500.00 

4,100.00 

11,500.00 

4,100.00 

2,282,200.00 

902,827.61 

1,116,200.00 

430,402.62 

1.166,000.00 

472,424.99 

OUSE- 

991,000.00 

635,225.81 

«  617,000.00 

6  348.129.09 

374,000.00 

287,096.72 

58,000.00 

88,174.39 

48,000.00 

88,101.09 

11,000.00 

10478.60 

104,400.00 

58400.80 

104,400.00 

58400.80 

-No. 

809.000.00 

156,380.11 

308,000.00 

156486.11 

10,000.00 

9,532.95 

10.000.00 

9,532.95 

to 

123,000.00 

33,131.09 

71,000.00 

23,740.83 

52,000.00 

9490.26 

1— ' 
o> 
to 

• 

885400.00 

73485.79 

100,000.00 

154^.79 

865400.00 

57,000.00 

548,000.00 

814,937.83 

40,000.00 

0401.00 

503,000.00 

806,735.78 

180.000.00 

77,453.70 

120.000.00 

77,453.70 

50,000.00 

7,746.73 

50,000.00 

7,746.73 

10,000.00 

7,709.74 

10,000.00 

7,709.74 

10,020,625.00 

4,120.404.88 

6.179,625.00 

3403,126.03 

3450,000.00 

1,918.278.95 

$179,648,630.73 

870,030,011.61 

8131.238,436.72 

$52,169,138.28 

$48,410,200.00 

$17,850,873.83 

>  Ittoludea  $18,000  lor  oamaCariaa. 
•  laohidaa  $10481.18  for  oamotariMi. 


*  Damftnd  notea. 

«  Laeludaa  85t000  for  oamalariaa. 


*  Indudaa  sinking  funds  created  for  meeting  debt  on  aooount  of  oMneteries,  $5,000. 
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From  this  table  it  is  seen  that  of  the  25  cities  having  sinking  funds, 
24  (all  but  Brockton)  have  sinking  funds  for  loam  for  General  Purposes; 
23  (all  but  Northampton  and  Newburyport)  have  sinking  funds  for 
loans  for  Public  Service  Enterprises;  while  three  —  Boston,  Waltham, 
and  Medford  —  have  sinking  funds  for  loans  for  Cemeteries.  The  fol- 
lowing 19  towns  have  sinking  funds  for  loans  for  General  Purposes  and 
Public  Service  Enterprises:  — 


Leominster 

Attleborough 

Clinton 

Weymouth 

Methuen 

Arlington 

Natick 

North  Attleborough 

Danvers 

West  Springfield 


Andover 

Concord 

Belmont 

Westborough 

Mansfield 

BiUerica 

Hopkint(m 

Wayland 

HuU 


The  following  towns  have  sinking  funds  for  loans  ior  Public  Service 
Enterprises  but  not  for  General  Purposes:  — 


Peabody 
Eramingham 
Webster 
Braintree 

Norwood 

Marblehead 

Whitman 

Spencer 

Maynard 

Swampscott 

Ipswich 


North  Andover 

Welfesley 

Randolph 

Holbrook 
Ayer 

Williamsburg 

Hatfield 

MiUis 

Lincoln 

Longmeadow 


The  following  towns  have  sinking  funds  for  loans  for  General  Purposes 
but  not  for  PtMic  Service  Enterprises:  — 


Adams 

Sharon 

Southbridge 

Swansea 

Amesbury 

Wilmington 

Athol 

Bu<^laiid 

Saugus 

Shelbume 

Great  Harrington 

Erving 

Amherst 

Wellfleet 

South  Hadley 

Southwick 

Agawam 

Carlisle 

Fidiaouth 

1913.1 
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Two  towns  have  sinking  funds  for  loans  for  CemeterieSf  namely, 
Groveland  and  Hull. 

In  Southwick,  the  debt  is  represented  by  demand  notes  which,  while 
they  may  run  indefinitely,  are,  nevertheless,  always  due  and  payable. 
It  is  difficult  to  ocmcetve  of  a  miking  fund  in  any  proper  sense  iA  the 
term  being  established  to  meet  a  demand  note,  but  this  fund  has  been 
so  reported  by  the  town  and  has  been  included  in  the  above  list,  there 
being  apparratly  wcob  sort  of  fund  in  which  a  few  humlred  dollars  have 
been  acemnulated  to  apply  on  the  debt. 

The  Massachus^As  law  specifies  the  percentage  <rf  tlie  imndpal 

that  must  be  set  aside  annually  to  meet  a  loan  running  for  a  period 
of  ten  years  or  less  (eight  per  cent),  while  if  the  loan  is  for  a  period 
Umgcar  than  ten  years,  the  city  or  town  is  pennittod  to  decide  the 
amount  that  it  shall  annually  set  aside  until  the  last  year,  when 
enough  shall  be  raised  to  meet  any  balance  of  the  loan  not  provided 
for.  But  upon  examinati^m  of  the  figures  returned  to  the  Bureau, 
it  was  found  that  the  contributions  made  to  sinking  funds  were, 
in  many  cases,  based  upon  no  definite,  regular  formula,  the  amounts 
whidi  should  be  raised  anmiaUy  having  never  apparently  beoi  ^rs- 
tematicalh^  calculated,  or  if  calculated  at  an^^  time,  had  not  been 
re-calculated  with  sufficient  frequency  to  meet  current  requirements 
accurately.  In  other  cases,  where  the  annual  payments  were  cal- 
culated on  a  scientific  basis,  differettt  rates  were  used  in  the  various 
municipalities. 

The  purpose  of  this  investigation  at  the  outset,  tiiercfcae,  was  to 

determine,  if  possible,  the  extent  to  which  our  cities  and  towns  were 
actually  making  an  annual  contribution  to  their  smking  funds  sufficient 
to  meet  tte  debt  at  matmity,  and  to  point  out  ^tm  oases  of  foilure  to 
make  adequate  provision  and  the  resulting  deficits  and,  likewise,  the 
cases  where  such  abnormal  contributions  had  been  made  as  to  cause  a 
suri^us  out  of  impmtkm  to  reasonaUe  requirement.  But  it  was 
found  to  be  impracticable,  for  reasons  which  will  presently  appear,  to 
carry  out  this  purpose  in  such  a  way  as  to  make  possible  a  definite 
statement  dt  actudi  d^cieiuses  at  the  present  time  in  the  funds  €i 
those  cities  and  towns  which  were  found,  in  accordance  with  the  plan  of 
compuiaiim  adopted,  not  to  have  made  proper  provision  in  the  past  for 
naeeting  the  requir^ents-of  the  funds.  That  is  to  say,  in  undertaking 
to  compute  on  a  scientific  basis  the  requirements  of  some  1,200  different 
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funds  of  84  cities  ^  and  towns  which  were  figured,  it  was  necessary,  as 
a  practical  matter  within  the  limitations  of  the  aiqpTOpriation,  time, 
and  faciUlies  available  for  the  investigation,  to  adopt  certain  arbitrary 
rules  as  a  basis  for  procedure.    It  was  accordingly  decided:  — 

1.  To  make  the  calculati<ms  for  the  funds  of  the  several  dties 
and  towns  on  the  sione  basis. 

2.  To  disregard  temporary  exemptions  from  the  general  statutes 
which  may  have  been  gnunted  by  special  legislation  in  certain  cases, 
and  also  to  di^gard  the  eight  per  cent  requirement  on  loans  undw 
ten  years. 

3.  To  disregard  contributions  made  to  sinking  funds  from  cer^ 
twn  revenues  other  than  taxation  (premiums,  etc.). 

4.  To  base  the  computations  on  the  assumption  that  the  funds 
should  earn  3|  per  cent  annually  (this  bdng  deemed  a  cons^vative 
figure  as  the  basis  of  a  uniform  computation),  and  in  so  doing, 
when  the  period  elapsed  was  other  than  a  full  number  of  years,  to 
disregard  three  months  or  less,  and  to  consid^  nine  months  and 
over  three  months  as  half  a  year,  and  over  nine  months  as  a  full 
year. 

5.  To  calculate  paymrats  to  inking  funds  as  being  made  at 
the  end  of  the  fiscal  year.   In  this  connection  it  may  be  contended 

that  payments  should  be  made  on  the  anniversary  date  of  the 
loan  and  that  on  loans  for  ten  years  and  under  the  first  contribu- 
tion should  be  made  at  the  time  the  loan  is  issued,  both  of  these 
plans  being  actually  in  use.    Nevertheless,  by  the  method  adopted 
an  approximate  figure  has  been  arrived  at  which,  it  is  believed, 
represents  the  minimum  amount  that  should  be  in  the  fund.  In 
those  cities  and  towns  where  payments  are  made  at  the  beginning 
of  the  year,  they  would  necessarily,  if  figured  on  a  scientific  basisy 
amount  to  more  than  the  sums  resulting  from  our  calculations. 
To  these  rules  of  procedure,  which  it  was  found  practically  necessary 
to  adopt,  one  other  consideration  must  be  added,  namely,  the  fact  that 
while  the  amounts  which  had  been  actually  accumulated  in  the  conking 
funds  at  the  close  of  the  fist^al  year  for  which  data  were  at  hand,  were 
figures  of  record  already  on  file  in  the  Bureau  of  Statistics,  the  dates 
and  amomiis  eontributed  to  the  funds  at  each  date  since  thek  egtabUshmemi 
were  lacking  on  our  schedules  and  in  many  instances  probably  could 

^  For  the  immediate  purposes  of  tUb  inquiiy,  it  was  not  deemed  necessary  to  compute  the  require* 
inent^  of  the  sinking  funds  of  Boston,  some  800  in  all,  since  it  is  known  Itbat  [tiiey  are  carefully 
figured  each  year  by  the  City  Auditor  and  the  City  Treasuw  indqiwndently,  and  oa  a  omerTative 
basis. 
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not  have  been  obtained  without  considerable  leseaich  and  esp^ise.  It 
was,  therefore,  quite  possible,  —  and  in  certain  cases  we  knew  it  to  be 

a  fact,  —  that  the  deficiencies  which  would  otherwise  now  actually 
exist  in  certain  funds  by  virtue  of  fdlure  to  make  sufficient  contribu- 
tions to  them  in  the  early  part  of  the  period  of  the  loan,  are  in  process 
of  being  wiped  out  at  the  present  time  because  of  the  generous  con- 
tributions made  in  recent  years,  or  after  it  had  be^  discovared  that 
the  rate  at  which  payments  to  the  fund  had  hitherto  been  made  would 
not  be  sufficient  to  pay  the  debt  at  maturity.  But  while  in  such  cases 
the  taxpayers  of  the  present  and  future  must  be  the  victims  of  ineffickaoit 
inking  fund  administration  in  the  past,  —  in  that  it  is  necessary  to 
call  upon  them  to  meet  not  only  their  own  just  obligations,  but  those 
for  which  their  i»-edeoessors  have  been  allowed  to  escape,  —  the  only 
proper  course  for  remedying  the  situation  under  the  circumstances 
has  already  been  adopted. 

For  these  reasons,  I  feel  that  a  grave  injustice  mi^t  be  done  were 
tiie  impression  to  go  al»oad  that  tiie  defidts  in  sinking  funds,  as  indi- 
cated by  mathematical  calculations  made  on  a  uniform  basis  for  all 
^mking  fund  debt,  were  in  all  cases  actual  d^cits.  The  results 
these  calculations  are  not,  accordingly,  given  in  detail  in  this  report, 
but  taking  them  as  they  stand  and  bearing  in  mind  the  conditions  under 
which  they  were  computed,  it  may  be  said  that  52  instance  in  40  differ- 
ent dties  and  towns  ware  found  of  apparent  ^ure  to  provide  suffi- 
ciently for  sinking  fund  requirements  (some  municipalities  having 
apparent  deficits  in  certain  funds  and  surpluses  in  others),  and  that 
the  nd;  defidendes,  according  to  the  method  of  ccmpirtation  adopted, 
were  found  to  aggregate  $1,794,391.58,  of  which  $1,214,349.47  was  in 
the  dties  and  $580,042.11  in  the  towns;  on  the  other  hand,  of  the  85 
dties  and  towns  having  sinking  funds,  47  ^wed  a  net  sur{dus  aggre- 
gating $2,855,192.37,  of  whidi  $2,633,126.53  was  in  the  sinking  funds 
of  dties,  and  $222,065.84  in  the  sinking  funds  of  towns.  The  52  in- 
stances ci  apparent  failure  to  make  adequate  ocmtributions  to  funds 
were  distributed  among  loans  for  General  Purposes  in  four  cities  and 
15  towns,  for  Public  Service  Enterprises  in  nine  dties  and  23  towns, 
and  for  Cem^sfjf  purposes  m  (me  town.  Of  the  towns  in  the  list  these 
are  10  in  which  the  apparent  deficit  is  less  than  $2,300  (the  range  being 
from  $37.17  to  $2,250.50),  —  amounts  so  small  as  to  indicate  that  they 
^uld  not  be  made  the  subject  of  exaggerated  attention,  dnce  in  most 
cases  the  balance  required  to  meet  the  maturing  debt  could  readily  be 
raised  from  taxation  without  materially  affecting  the  rate. 
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But  while,  as  already  explained,  it  is  known  that  abnormal  con^ 
Ixibutions  are  now  being  made  to  sinking  funds  in  certain  instances  in 
order  to  make  up  for  loose  and  imprudent  management  in  the  past,  we 
have  not  been  able  to  ascertain  within  the  time  and  with  the  facilities 
available  for  tibds  inquiry  the  number  <rf  such  cases,  nor  to  "vi^t  extent 
well-meant  efforts  to  reform  the  situation  are  likely  to  be  permanently 
effective  in  accomphshing  their  purpose.  On  the  other  hand,  it  is  quite 
certain  that  in  a  large  number  df  cases  no  sudi  dSt»i;s  have  as  yet  been 
made,  if,  indeed,  the  real  situation  is  at  all  appreciated.  It  is,  there- 
fore, pertinent  to  point  out  some  of  the  causes  contributory  to  the  short- 
ages which  undoubtedly  exist  in  many  of  the  shaking  fuiuis  of  our  Mmsmf^ 
chusetts  cities  and  to\\Tis.   These  are  principally  as  follows:  — 

(1)  Failure  to  make  sufficient  annual  appropriaiions.  This  is  often 
due  to  a  g^ieral  plan  of  pledging  revenues  from  certain  specified  sources 
and  surpluses  of  general  revenue  to  meet  the  sinking  fund  requirements, 
it  being  subsequently  found  that  the  anticipated  revenue  is  not  forth- 
connng,  and  that  to  raise  the  necessary  amount,  under  the  drcum- 
stances,  would  call  for  a  direct  tax;  antidpating,  however,  that  at 
some  future  time  there  may  be  sufficient  revenue  to  make  up  the  def- 
icit, one  admimstration  passes  it  along  to  tb^  ncsct,  which,  in  turn, 
rather  than  meet  not  only  its  own  but  its  predecessors'  obligations, 
finds  it  easier  to  allow  the  deficit  to  continue  and  to  pass  it  on  again;  — 
so  that  ev^mtually  there  must  result  a  r^iuidii]^  of  the  debt.  It  is 
probable  that  many  of  the  officials  of  our  cities  and  towns  do  not  real- 
ize the  fact  of  a  deficiency  in  the  sinking  fund,  for  so  long  as  there  is 
suffident  cash  in  the  various  funds  in  the  aggregate  to  meet  any  one 
maturing  loan,  they  fail  to  appreciate  tliat  there  may  not  be  enough 
money  to  meet  the  requirements  of  all  of  the  several  loans  at  their 
maturity,  —  a  ccmdition  easily  demonstrated  by  a  cakuhition  based 
upon  a  scientific  rule  showing  the  requirments  of  each  separate  fund 
at  a  given  time. 

(2)  Danger  of  lo98  from  itKmimmU.  This  is  sometlung  to  be  feared, 

not,  perhaps,  so  much  on  account  of  poor  investments  as  from  invest- 
ment in  securities  maturing  at  a  date  subse(iuent  to  the  date  of  ma- 
turity of  the  k>an,  thereby  forcing  the  sale  of  such  securitim  at  market 
value  in  order  to  secwe  sufficient  cash  to  retire  the  bonds  at  maturity. 

(3)  Temptation  to  engage  in  public  improtements  in  advance  of  the 
neeie  of  the  Umee.  This  ccm^ticm  frequmtly  results  from  the  dduskm 
that  the  sinking  fund  has  some  mysterious  efficacy  whereby  a  debt 
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may  be  paid  without  the  burden  being  greatly  felt  by  the  present  or 
futuze  generations.  The  anoiual  requiiemmt  by  the  siokiug  fund 
method  for  liquidating  the  debt,  if  the  interest  charges  be  ignored, 
seems  to  be  less  than  if  the  ddbt  be  made  payable  by  the  serial  method; 
but  the  fallacy  <^  dosing  one's  ^yes  to  the  significance  and  costliness 
of  the  interest  burden  carried  over  a  long  period  of  years  ou^t  to  be 
apparent. 

in  some. of  the  munidpalities  a  defidt  in  sinking  funds  is  also  created 
by  the  use  of  moneys  in  the  sinking  fund  for  the  purchase  and  cancdl»- 
tion  of  bonds  before  maturity,  without  increasing  the  annual  appro-  # 
pgriations  to  offset  the  loss  eanuni^  ol  the  fund.  Still  another  plan 
followed  is  the  issue  of  loans  for,  say,  20  years,  which  may  be  called  in 
10  years.  While  a  munidpality  thus  handling  its  debt  and  operating 
<m  what  mii^t  be  termed  a  Oolong  fund  and  periodical  paym^  method 
would,  perhaps,  have  a  suffident  sum  in  the  inking  fund  to  meet  the 
debt  at  maturity,  nevertheless  in  figuring  on  a  correct  sinking  fund 
Imuwi  at  a  given  date  without  taking  into  account  loans  paid  before 
matm-ity,  the  results  show  a  defidt,  and  it  has,  therefore,  been  the  potior 
of  the  Bureau  of  Statistics  to  follow  the  law,  as  we  imderstand  it,  and 
the  pfaetioe  of  the  best  accountants. 

Having  pomted  out  some  of  the  ways  wherd>y  d^dts  in  the  dnking 
funds  of  certain  municipalities  may  be  shown  by  computing  their 
requiremmts  on  a  strict^  sdcsitific  basis,  it  should  also  be  noted  that 
by  the  same  method  we  have  found  surpluses  in  oUier  cases  quite 
different  from  those  shown  by  the  local  financial  officers.  If,  for  ex- 
am]^ the  treasure  malses  his  payments  to  the  sinking  fimd  at  the 
beginning,  instead  of  at  the  dose,  of  the  year,  and  credits  premiums 
and  other  moneys  received  from  some  unexpected  source  to  the  sink- 
mg  fund,  the  effect  is  a  dumge  in  the  required  amount  qt  the  annual 
contributions  during  the  time  for  whidi  the  loan  is  to  run. 

In  order  that  a  sinking  fimd  may  be  accumulated  on  as  nearly  an 
equitaUe  baas  as  posdUe,  we  must  start  <m  an  estimated  earning  power 
which  will  give  us,  not  only  the  estimated  amount  of  the  fund  at  any 
given  time,  but  the  annual  requirement.  If  the  actual  amount  in  the 
fund  is  more  or  less  than  the  requir^ent,  as  calculated,  we  should 
sink  this  amount  for  the  renuunder  of  the  p&dod  the  lom  is  to  nm; 
by  deducting  this  from  the  total  of  the  loan,  we  have  a  new  principal 
which  is  to  be  simk  diuii^  the  iranainder  of  the  period,  and  the  balance 
should  then  be  reapportioned.  By  repeating  this  process  annually,  we 
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absolutely  guarantee  the  extinguishment  of  the  d^t  on  as  nearly  an 
equitable  ba^  as  is  possible.  The  necessity  of  such  a  method  is  demon- 
strated where  a  large  premium  is  received  and  paid  into  the  sinking 
fund,  or  where  real  estate  is  sold  and  the  proceeds  used  for  sinking 
fund  requir^ents.  It  is  not  right  that  the  taxpayers  of  any  one  year 
should  receive  all  the  benefit  of  such  accruals  to  the  fund,  and  the 
administration  temporarily  in  office  a  corresponding  fictitious  credit; 
the  amounts  should  be  spread  and  the  balance  apportioned  as  sug- 
gested. 

In  theory,  the  sinking  fund  is  a  finandal  arrangement  whereby  debt 
may  be  redeemed  or  extinguished  by  setting  aside  annually  a  certam 
sum  which  is  invested  and  allowed  to  accumulate  until  the  various 
contributions,  together  with  their  earnings,  are  sufficirat  to  retire  the 
debt  at  a  certfun  fixed  date.  If,  therefore,  (1)  it  were  possible  to  deterw 
mine  in  advance  and  with  mathematical  exactness  the  earnings  of  the 
investments,  and  if  (2)  there  could  be  an  absolute  guuantee  that 
the  remainder  of  the  amount  necessary  to  provide  the  fund  with  suffi- 
dent  cash  to  meet  the  debt  at  maturity  would  be  provided  annually 
from  revenue,  the  sinking  fund  would  iosm.  a  perfect  proportiionate 
method  of  providing  for  the  ^ctinguishment  of  debt.  Unfortunately, 
however,  these  conditions,  upon  which  the  successful  administration  of 
sinking  funds  depends,  are  seldom  met,  and  can  only  be  approximated 
at  best  by  most  cardful  computation  and  skilful  financiering. 

This  supplementary  investigation,  in  which  special  attention  has 
been  given  to  the  condition  of  the  sinking  f  imds  of  our  dties  and  towns, 
has  served  only  to  furnish  cumulative  and  mm  detailed  evidence  in 
support  of  the  position  taken  in  the  more  comprehensive  report  on 
Munidpal  Indebtedness  in  Massachusetts  made  by  me  to  the  Legis* 
lature  of  1912  (publii^ed  as  House  Document  No.  2168),  and  I  cannot 
express  the  conclusion  reached  as  the  result  of  these  two  investigations 
better  than  it  was  stated  in  that  report: — "A  sinking  fund,  however 
wen  it  may  be  administered,  is  at  best  a  cumbersome  means  xsi  aoeom- 
plishing  the  desired  end,  since  it  involves  not  only  the  obligation  to 
keep  the  funds  properly  invested,  but  comphcated,  miathematical  com- 
putatiims  to  imure  equitable  assessments  upon  the  taxpayers  during 
the  period  of  the  loan  in  order  that  the  debt  may  be  paid  at  maturity; 
and  the  evidence  is  abundant  of  the  establishment  of  sinking  funds  by 
our  Massadiusefcts  dties  and  towns,  doubtless  in  good  faith,  to  whidi 
proper  contributions  have  not  been  made  from  year  to  year,  with  the 
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result  that  upon  t!he  maturity  of  the  loans  these  funds  are  found  to  be 
far  short  of  the  amount  necessary  to  pay  the  debt,  with  extension  by 

refunding  as  the  inevitable  result.'* 

IL  Serial  Dkbt. 

When  the  Legislature  required  the  estabUshment  of  sinking  funds  for 
the  purpose  of  meeting  maturing  obligations,  it  adopted  the  plan  which 
had  generally  been  approved  by  public  financiers  for  upwards  of  a  cen- 
tury for  providing  systematically  for  the  amortization  of  debt.  But 
the  sCTial  method  soon  after  bepm  to  find  favor  and  by  1882  had  ob- 
tained sufficient  popularity  to  justify  the  Legislature  in  passuig  an  act 
(Chapter  133,  Acts  of  1882)  permitting  cities  and  towns,  if  they  so 
desired,  to  provide  for  the  payment  of  debt  by  annual  proportionate 
payments  of  the  principal  instead  of  by  the  method  of  making  con- 
tributions to  a  sinking  fimd.  This  act  was  as  follows:  — 

Section  1.  Any  city  or  town  required  by  chapter  twenty-nine  of  the  Public 
Statutes  to  establish  a  sinlcing  fund  for  the  pajanent  of  its  indebtedness  may, 
instead  thereof,  by  a  majority  vote  provide  for  the  payment  of  such  indebtedness 
in  such  annual  proportionate  payments  as  will  extinguish  the  same  within  the 
time  prescribed  in  said  chapter;  and  when  such  vote  has  been  heretofore  or 
shall  be  hraieafter  jmssedi  the  amount  required  thereby  shall,  witiiout  further 
vote,  be  assessed  by  the  assessors  in  each  year  thareafter,  until  the  debt  shall 
be  extinguished,  in  the  same  manner  as  other  taxes  are  assessed  under  the  pro- 
visions of  section  thirty-four  of  chapter  eleven  of  the  Public  Statutes. 

Section  2.   The  return  required  by  section  ninety-one  of  chapter  eleven  of 
the  Pubhc  Statutes  shall  state  the  amount  of  any  sinking  fund  estabUshed,  and 
if  not  so  established  whether  action  has  been  taken  in  accordance  with  the  pro-, 
viffions  of  the  preceding  sec^ooi  and  the  amoimtB  raised  and  applied  thereunder 
for  the  current  year. 

Section  3.  This  act  shall  take  effect  upon  its  passage.  [Approved  Mardi 

SO,  1882. 

When  the  statutes  were  codified  by  the  Legislature  of  1901,  Section 
1  of  lite  above  act  was,  -without  material  change,  incorporated  into  and 
became  Section  13  of  Chapter  27,  Revised  Laws.  It  was  amended  fur- 
ther in  1908  by  Chapter  341  of  the  Acts  of  that  year  tlie  xns^^rti^^ix 
of  the  words  "proportionate  or  oth»  annuid"  in  place  of  the  wi(»ds 
■''annual  proportionate,"  and  by  mserting  a  further  provi^on  to  the 
effect  that  the  amount  of  annual  payments  in  any  year  and  the  whole 
interest  of  the  ddbt  payable  in  the  same  year  should  not  together  be 
less  than  the  a^egate  amount  of  prindpai  and  interest  payable  in 
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any  subsequent  year;  and  othcsr  necessary,  minor,  verbal  dua^  weie 
also  made.  The  act  was  again  amended  by  Chapter  350,  Acts  of  1911, 
so  that  the  present  law.  Section  13,  Chapter  27,  R.  L.,  as  amended, 
now  stands:  — 

A  city  or  town,  instead  of  establishing  a  sinkii^  fund,  may  vote  to  provide 
for  the  payment  of  any  debt  by  such  proportionate  or  other  annual  payments 
as  will  extinguish  the  same  at  maturity,  but  so  that  the  amount  of  such  annual 

payment  in  any  year  and  the  whole  interest  of  such  debt,  so  far  as  issued,  payable 
in  the  same  year  shall  not  together  be  less  than  tlie  aggregate  amount  of  prin- 
cipal and  interest  payable  in  any  subsequent  year,  and  th^upon  such  annual 
amount  shall,  without  further  vote,  be  assessed  under  the  provifidoim  of  section 
thirtynseven  oi  chapter  twelve  until  such  debt  is  extinguished. 

Under  our  Massachusetts  law,  therefore,  the  payment  of  debt  by 
the  serial  method  means,  briefly,  its  payment  in  such  proportionate  or 
other  annual  instalments  as  will  extinguish  it  at  maturity,  and  I  believe 
that  the  word  ''annual''  in  this  connection  should  be  interpreted  as 
meaning  that  payments  must  b^m  in  the  year  following  the  incurrence 
of  the  debt  and  that  the  law  is  not  complied  with  when  the  first  pay- 
ment is  postponed  to  a  date  lat^  than  one  year  horn  the  date  of  issue 
of  the  loan,  even  though  annual  payments  may  be  made  thereafter; 
much  less  can  I  conceive  annual  payments  to  have  been  provided  for 
wh^  by  the  plan  adopted  for  cancelling  the  indebtedness,  a  payment 
in  some  one  year  of  the  period  is  to  be  omitted. 

The  statute,  thus,  in  my  judgment,  contemplates  continuous  annual 
paym^ts,  b^^imiing  not  later  thm  one  year  hem  the  date  of  issue, 
i^ough  it  has  seemed  to  me  that  if  the  first  payment  were  to  be  ttUide 
in  less  than  a  year,  with  payments  thereafter  on  the  anniversary  dates, 
the  intent  and  spirit  of  the  law  would  be  con^died  with.  This  view 
seems  to  be  clearly  substantiated  by  the  requirement  that  the  annual 
payment  of  principal  and  the  whole  interest  of  the  debt  so  far  as  issued 
payable  in  any  one  year  shidl  not  tc^ether  be  less  than  the  Bggng^ 
amount  of  prindpal  and  interest  payable  in  any  subsequent  year,  so 
that  in  choosing  to  distribute  the  debt  burden  equally  over  the  years 
constituting  the  pmod  o£  the  loan,  a  municipality  may  spread  the  pay- 
ments so  that  they  will  mature  on  a  descending  rather  than  an  ascend- 
ing scale;  and  it  is  certain  that  failure  to  recognize  the  wisdom  of  this 
policy  is  likely  to  spell  financial  disaster  soocier  car  later,  since  expm^ 
ence  has  proved  that  the  taxpayers  of  each  generation  have  suffident 
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burd^  of  thc^  own  to  bear  without  hemg  obliged  to  carry  those  of 
their  predecessors. 

It  appears  to  be  the  duty  of  the  assessors  to  provide  in  the  tax  levy 
eadi  year  for  raising  the  amounts  annually  required  to  meet  ddbt  ma- 
turing under  the  serial  method,  whether  appropriations  have  been  made 
for  the  same  or  not,  the  assessors  being  required  to  include  in  the  aggre- 
gate amount  assessed  ''idl  amounts  whidi  are^required  by  law  to  be 
raised  by  taxation."^  But,  as  has  already  been  pointed  out,  there  are 
many  instances  of  municipalities  which  have  made  no  provision  for 
the  paym^t  of  debt  dtiiar  by  the  establi^m^t  of  sinking  funds  or 
by  tlie  serial  method  and,  indeed,  have  ^ored  altogeth^  in  this  re- 
spect the  restrictions  provided  by  law  under  which  debt  may  be  in- 
curred.^ 

But  when  ostensibly  adopting  a  plan  of  serial  {Miyments,  such  pay- 
ments in  numerous  cases,  in  my  opinion,  have  not  been  made  in  regvJar 
prqptortionate  amounts  as  required  by  law,  and  sometimes  annual  pay- 
ments have  been  omitted  altc^ether.  These  evasicms  of  the  serial 
payment  provisions  of  the  general  law,  where  no  sinking  funds  have 
been  estaUished,  have  occurred  chiefly  in  tbe  towns  and  have  taken 
the  form  of  the  issuance  of  notes,  the  prindpal  of  whidi  has  be^  made 
payable  some  years  subsequent  to  the  date  of  issue,  no  annual  pay- 
ments bdng  contaoij^ted,  or  the  first  partiid  payment  bdng  post- 
poned more  than  one  year  horn  the  date  of  issue.  It  is  no  lon^  pos- 
sible, however,  fox  towns  to  issue  so-called  serial  debt  in  this  manner 
in  the  farm  of  nates,  ^nce  a  method  has  now  been  j^vided  Ua  enforc* 
ing  the  serial  payment  provisions  of  the  law  in  so  far  as  town  notes  are 
concerned.  This  is  done  automatically  by  the  refusal  of  the  Director 
of  the  Buroau  of  Statistics,  acting  und^  the  proviaons  Chapter  61^, 
Acts  of  1910,  and  amendments,  to  certify  such  notes.  But  there  is  no 
adequate  means  provided  by  statute  at  the  present  time  for  enforcing 
the  law  r^ardii^  the  issue  of  debt  by  the  serial  method  by  cities,  nor 
when  the  same  takes  the  form  of  hands  in  towns,  since  the  only  form 
of  debt  the  issue  of  which  falls  under  the  direct  supervision  of  the 
IMreetor  of  the  Bureau  of  Statistics  is  timt  which  is  evidenced  by  nates 
of  towns. 

As  a  matter  of  fact,  however,  our  cities  issue  few  notes,  except  fw 
purdy  temporary  loans,  their  smal  debt  bdng  in  the  form  of  bonds 

1  Act3  of  1909,  Part  I,  Chapter  490,  Sec.  37. 

*  Sob  Bcport  of  a  Special  Investigatioii  Bebttive  to  tfao  Indabtodnaas  of  the  Citiea  and  Towns  oC  the 
Commoawflalth.  House  DoconiMit  No.  2168  of  the  year  191S. 
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and  the  purchasers  of  city  and  town  bonds,  in  the  absence  of  certifi- 
cation by  a  state  authority,  now  appear  to  cause  them  to  be  properly 
examined  with  increasing  care.   The  bad  practices  in  connection  with 
the  incuirraicc  of  this  form  of  debt,  which  prevailed  all  too  widely  up 
to  within  a  few  years  ago  and  under  which  some  of  our  municipalities 
are  stiU  suffering,  may  therefore  be  said  to  be  in  process  of  correction 
so  far  as  respects  town  botes  through  the  natural  operation  of  the  town 
note  certification  act,  and  so  far  as  municipal  bonds  are  concerned  by 
the  influence  of  public  opinion  and  banking  requirements.  There  is, 
nevertheless,  an  occasional  lapse  from  complete  conformity  with  the 
laws  requiring  proportionate  payments  to  be  made  of  the  principal  of 
debt  other  than  that  provided  for  by  sinking  funds,  such  as  would  cer- 
tamiy  be  discouraged  if  not  prevented  by  an  explicit  definition  of  the 
word  "proportionate"  when  used  in  this  connection,  or  better  stiil,  by 
its  omission  altogether. 

An  instance  of  what  seems  to  me  a  plam  subversion  of  the  intent  of 
the  statute  in  this  particular  has  recently  occurred.   A  town  which  had 
been  given  authority  by  the  Legislature  to  incia-  a  debt  of  $55,000,  with 
the  proviso  that  annual  proportionate  payments  of  the  same  should  be 
•  made,  provided  for  the  issue  of  bonds  in  such  a  manner  that  $5,000  of  the 
entire  amount  was  made  payable  $1,000  ammally  during  the  first  five 
years  of  the  period  for  which  the  debt  was  to  run,  while  the  remainder 
was  to  be  payable  at  the  rate  of  $2,000  annuaUy.   The  entire  period 
for  which  the  debt  was  authorized  was  30  years.  In  otiier  words,  it 
was  airang*^  pay  ^  in  the  first  five  years  at  a  rate  of  $1,000  An- 
nually and  IT  during  the  remaining  25  years  at  the  rate  of  $2,000 
annually.   Had  the  statute  permitted  the  issue  of  notes  instead  of 
bonds  for  this  loan  and  had  notes  made  to  mature  in  the  manner  indi- 
cated been  presented  to  me  for  certification,  I  should  have  felt  obliged 
to  refuse  to  certify  the  same  on  the  ground  that  the  payments  as  pro- 
posed were  not,  m  my  opinion,  proportionate,  and  therefore  not  in 
accordance  with  the  statute  authorizing  the  debt;  but  being  issued  in 
the  form  of  bonds,  the  loan  did  not  fall  within  the  certifying  authority 
of  the  DirectOT  of  the  Bureau  of  Statistics,  and  the  town  had  no  diffi- 
culty in  disposing  of  the  first  instalment  of  bonds  sold  under  the  act, 
amounting  to  $40,000.  If  tbe  word  "proportionate,"  when  used  in 
this  connection,  can  properly  be  construed  as  it  was  in  this  case,  it 
seems  to  me  that  it  serves  no  useful  purpose  and  should  be  eliminated 
from  the  general  law  and  its  incorporation  in  the  provisions  of  special 
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acts  discontinued.  While  the  point  involved  is  somewhat  technical, 
it  is  of  sufficient  importance  to  merit  careful  consideration  by  the 
Le^Iature. 

Conclusion. 

The  data  on  which  this  report  is  based  only  serve  to  further  empha- 
size the  desirability  of  legislation  which  will  put  a  stop  to  the  further 
establishment  of  sinking  funds  by  the  dties  and  towns  of  the  Com- 
monwealth under  the  general  law  and  require  all  municipal  indebtedness 
hereafter  incurred  to  be  issued  by  the  serial  payment  method.  Such 
legislation  would  cause  all  our  municipal  indebtedness  to  be  issued  upon 
the  same  salutary  and  equitable  basis  as  that  already  adopted  by  the 
Commonwealth  and  by  numerous  individual  municipalities.   As  to 
sinking  funds  already  established,  the  various  provisions  of  Uw  intended 
to  safeguard  their  management  should,  of  course,  continue  in  force 
pending  the  payment  of  the  debts  for  which  they  were  severally  estab- 
hshed,  but  the  cities  and  towns  having  sudi  funds  and  not  making 
annual  contributions  to  them  sufficient  to  meet  the  debt  at  maturity, 
should  be  required  to  begin  immediately  to  make  such  provision. 

Respectfully  submitted, 

CHARLES  F.  GETTEMY, 
Director,  Bunau  <4  StaiiaUeg. 


